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NCCI Report &
Workers” Compensation
Cost Reduction Workshop

Workshop Objectives

u How to Understand Your NCCI Report
s How to Identify Errors on Your NCCI Report

® How to Manage & Reduce Your Mod Rate

m Howto Lower Costs Through Proactive
Claims / Clinical Management
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Why Are Worker Compensation
Premiums Increasing?

s Insurance Marketplace - M & A’s / Insolvency’s
n Insurance Company’s Investment Income

= Insurance Company’s Operating Profits/ {Losses)
® Increasing Medical & Indemnity Costs

s Economic Turmoil
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Insurance Marketplace

s Mergers and Acquisitions

m ST Paul - Travelers - USF & G

a CN.A. - Continental Insurance

a Hartford - Reliance

m AIG - Conglomerate

m Regionals - EMC, Allied, Unigard, AutoOwners
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Insurance Marketplace (Cont.)

s [nsolvency / Rating Downgrades

= Kemper

= Reliance

u Royal Sun Allance

» Wasatch Crest

= Washington Mutual Insurance
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Investment Income

iackCama
vk




6/10/2010

uuuuuu

Operating Profits / (Losses)

Medical Costs
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Economic Turmoil

m Insurance Premiums Less

® [nvestment Income Down

® Insurance Company Profits Down
= Claims Up

m Less Capital Investment — Bad

® What will be the net result???

GETREADY..!!

itk Com
e

Experience Modification
Rating Worksheets are the

Heart and Soul of your
Workers” Compensation
Premium

Experience Mod Map

Payroll
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Wacky Experience Rating Plan
Formula
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Experience Mod Worksheet Components

s Code - Classilication code of employees job dutics (8810 clerical; 8742 sales eic )
= ELR - Expected Loss Rate - Per $100 of Payroll (Expressed in dollars and cents)

] ]D R];.uio - Discount Ratio that determines Primary Losses (Lhe list $5,000 of any
(53]

n Payroll - Amount of payroll reported by insurance company by class code
= Expected Losses - Dollar amount of losses expeeted (ELR X Payroll /7 100)

»  Expected Primary Losses - Dallar amoum of losses thal are expecied 1o be
primary (Fxpected loss X D Ratio]
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n Claim Data - Actual clim number [or losses reporied by insurance company
® 1] - Injury Code assigned 1o each cliim based on the tpe of mjury
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Experience Mod Worksheet Components

1= Death

4 - Minor Permancnr Pamial Disabiliny
2 - Permanent Togal Disabilicy

3 = Teporary Panial or Total Disabalicy
3 - Mo Pirrmuariond Paptial Digabiliey & - Medical Only
P8 (MNon LTI} 4 - Pemanen Panial Disabalicy
- Open chim on valuation date
F - Final / Clased claim on valuation date
* = Clagms that are combined / grouped 1ogether (less than $2,000)

# - Maximum Chim Amount

{Uiah - 2009 $ 97,000}

(Uiah - 2010 $102.500)
Actual Incurred Losses — Actual dollar amount of chim plus amounts set aside
for [uwre payments (Open Chims)
Actual Primary Losses - Dollar amaunt of loss considered primary ($5,000)

E xperience Mod Worksheet Components (cont.)

w 1] - Injury Code (1-9; 7-8 Non-Utah)
= Injury Code 1 - 5 - Medical and Indemnity

® Injury Code 6 - Medical Only
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Where to Find Errors on the
Experience Mod Worksheet?

m Payroll

® Classifications

m Policy Date Changes

® Open Claims on Loss Runs vs NCCI Report
m Valuation Date - 6 Months Before Renewal

® Subrogation and other Recoveries
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Accuracy of Payroll Accuracy of Payroll (cont.)

Viorkeis i Rating

® Payroll should have been reported as
$72,110,080 rather than $7,211,080

m Current Experience Mod - .67
m Corrected Experience Mod - .54

s Results- Costly Clerical Error, costing company
in excess of $125,000 for the past 3 years
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Accuracy of Classifications Accuracy of Classifications (Cont.)

3336 N/A—MN
PHRASEQLOGY TYPE FOUNDRY
CROSS-REF, Ciotings Mfp— Metal— Lost Wioe Proass.

SCOPE Code 3336 is applied to insured’s engaged in the operation of a type foundry where
ype faunders design and produce metal type for hand compastion, Prg lead or brass
recerved from others s meled and poured into small pigs 10 be used in casting machines.
The molien metal is forced into the type die where it is solidified by 2 nater cooling system
around the die wself and is automarically trimmed and ejected {rom the machine. The
| ehissification contemplares the machining amd engraving of the dies wilized in the casting

! operations as well as sortng, inspecting and packaging the type.

3629 N/A=N]

| PHRASEOLOGY PRECISION MACHINED PARTS MEG, NOC,
¢ Applies only 1o rishs where the plans or specifications require that not less than 50% of all
i machining operations perfarmed by the risk shall be held wo final tolerances of 1001 inches or
- closer, Shall nar be assigned 1o a nisk engaged i operations desenbed by anather chssification
iy unless the operations subject 10 3629 are conducted as a separae and distiner business
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Accuracy of Classifications (Cont.) Changing Policy Dates

3336 - Foundry 3629 - Machined

Parts Mfg,
Expected Loss .57 43
Rate:
Loss Cost Rate:  2.63 195
Premium: $210,400 $156,000
($7.800,000 in
payroll)

P
Net Savings - $54,400, 26% Decrease E’} |
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Changing Policy Dates

m Prospective client has a 4/12/06 renewal date.
» Experience mod will be a 1.15.

m Current carrier and broker were willing to
change renewal date to 1/1/06 for
“convenience”.

m Changing of policy would result in an
overcharge in premium of approximately
$45,000 due to an increased experience mod. gm 7

Accuracy of Claims from Loss Runs

6 Month Valuation Date

m 6 months prior to renewal date

w Unit Staustical Report

s Claims reviewed prior to Valuation Date
u Open / Closed

m Reserves

= Aggravated Inequity Rule - closed claim 25%
below reserves

B

Accuracy of Claims / Valuation Date

Loss Runs
Claim 1 Reserve Closed Loss Closed ]
Number Code  Amount Ameunt Date Date Code

80000279 5 514,500 $2,479  01/08/08 08/22/08 &

70002390 6 4,575 $127 0B/22/07  08/26/08 3
70003915 6 54,575 51,219 10/17/07 090908 6
70004338 6 54,575 $245  11/19/07  0%/15/08 6
70004438 6 44,575 $132  08/21/07  09/18/08 6

80000637 6 44,575 $278 01/31/08  09/26/08 &

Accuracy of Claims / Valuation Date
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Valuation Date Summary

m 6 open claims at valuation date

m All 6 were closed within 1 month of valuation date
m E-Mod before claims were closed: 1.21

m E-Mod after claims were closed/fixed: .83

m WC premium before claims were closed: $39K

a WC premium after claims were fixed: $23K

E.R.A. - 70% Rule
(Experience Rating Adj ustment)

m A claim that Did Not incur any
Indemnity Payments will have
medical expense costs Reduced by
70% for mod calculation purposes

m State Specific - Utah (Yes)

ERA States
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Financial Impact
__ Injury Code 5 vs 6

Injury Code 5v. 6
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3 Analyses Which Must be Studied
by Everyone with Experience Mod

s The Gap Between your Current Mod and
Minimum Mod

s Actual vs. Expected Losses

& The Cost of Each Loss

2
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O Current Mod
T Minimuim Mod
C Contrallabls Mod|
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Your Health Your Schedule
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Credit Rate v. Mod Rate

s Marketplace / Fed = Marketplace / Loss History
= DNB/ TRW / Equifax = NCC
® Financially Responsible  w Responsible Risk Mgt

s Competent Banker, CPA  » Competent Broker, Agent

Credit Rate v. Mod Rate (Cont.)

Workers' Compensation is not insurance, Technically, it is an
employee benefit. It is also a financing mechanism. You will
typically pay back every small claim by an average of 1 1o 3 umes
aver 3 years,

If you were seeking a business loan, what rate would you qualify
for? What rate would you find acceptable?

What mod rate do you currently have? What mod rate would you
find acceptable? What mod rate could you have?

Prime Rate = Min Mod Rare

Direct / Indirect Costs
The Tip of the Iceberg

--------------- Uninsurad Gosts
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The Real Cost of Accidents Can Be Measwred and Controlled

Something to Consider...

® If you have two roofing companies with 50 employees
each, one company has a mod of 1.50 and the other
company has a mod of 1.00; is there any difference in
these exposures?

® Who gets paid more when your mod rate increases?

m What incentive does the insurance industry have 1o
reduce your mod rate?

e,

Are you in Control of your
Experience Mod?

Do you need Help in controlling
your Experience Mod?

Who do you want to help you with
your Experience Mod?
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Workshop Summary

= Do you understand your NCCI report?

® Do you know where to find errors?

s Do you understand the ERA rule?

® Do you understand 6 month Valuation Date?

= Do you understand the importance of “Return
To Work” policy?

m Do you understand the total cost of injuries?

Compensation Cost

m Implement proactive HR ~ » Utilize manage care with
strategics clinic

= Establish formal written  m Establish proactive
safety programs claims management

w Create a formal wntten s Create systematic
“return to work” policy training program

® Maintain a drug free s Consult w competent
workplace “trusted advisors”

® Conduct a NCCI analysis @ Improve safety culture

Ways to Reduce Workers

Value Added Services
® Transitional Duty Program = Supervisor Safety Training
= Safery Mectings ® Drug Testing Consultation
w Safety/ Loss Control Manuals u Driver's Policy
u Tool Box Talks s HR Assessment
8 Job Hazard Assessments (JITA's)  ® Employee Handbook
= OSHA Compliance / Review = Annual Safery Plan
8 Quanterly Claims Reviews = MyWave - Interner Safery
s E Mod Analysis m Newsletrers
s Emergency Action Plan = Full Time Safety Manager
i 5.
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“A Partnership To Manage Risk .
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